M A G A X PN K &

Fraxviyn RN

Pagse

U RECSNG

SepEmron Vi
SYHATEOGIC

February 10, 2003

My, Dennis Shea

Executive Dirgctor

Presudent’s Conmmisaion on the Untied States Postal Service
1124 Vermont Aveanue, DLW, Ste. 971

Washington, D.C. 20008

Dhear Mr, Shea:

1 am writing to you on behalf of the Advance Magazine Group regarding our concems about the future of the
United Stales Postal Service. The Advance Magazine Group Publishing Divisions inclade Condé Nast
Publications, Fairchild Publications, Golf Digest Companies, The Condé Nast Bridal Group and Parade
Publications,

We are a major publisher both of comsumer publications (Vogue, drchifecaral Digest, Glamour, The New
Yorker, etc.}, as well as business-fo-business trade poblications (Women''s Wear Daily, Supermarket News,
Home Furnishings News, Footwear News et¢.). We depend on a Postal Service which is financially sound mnd
which can mainiain consistent, universal service at reasonable and steady rates,

Dur company cannot deliver our various publications 1o our millions of subscribers without the United States
Postal Service. I 1s for this very reason that we appland the work of this Commission and will support you in
any way possible as you undertake this most vital task.

We strongly believe that a business enterprise as large as the Postal Service needs to be governed and operated
as a business. This means it needs 1o be able to react 1o changing market and competitive conditions, through
changes in labor practices, locations, rates, «te. In order for the Postal Service to act like a private sector
company, i needs to free its managers of the cumbersome regulatory process, The oversight from the Board
of Governors should mirror that of the Board of Directors for a private-sector coropany. To sit on the Board of
Govarnors, these individuals should have experience in managing large organizations or institutions, The
sarne should hold trnue for individaals who are appointed to any regulatory agency that govems the Service
{1.e.: The Postal Rate Conunission).

We do not believe that the Service should be a private-sector company, but it needs 1o be managed as if' it wers
in the private sector. They seed tr be able to mors readily adjust rates (downward, as well as upward)
secording to market conditions and should report thewr financial conditions nuch like private-sector
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Curvert methods for rale setting, rule changes and facility closings are outdated and need to be streambingd.
Private sector apterprises can change their mates iostaotly, wherpas the USPS puust compile data for possibly
five months before they can sctually (e 2 case with the Postal Bate Commission. The case can then take a
sy of ten sonths befors new rates are recommended. The aciusl tmpleroentation vsually takes place a
fewr months afier he Board of (overnars approves the new rates. No private sector institition takes up to
severtecn months to adiust pricing, service levels or closings of any of its facilities.

The Postal Service is 2 government enterprise that reaches every household in America. It has a monopoly on

the delivery of letter niail, - Al citizens have the right o receive muul and, in tum, the right not fo read what

they recetve. Mail thal pays s way, covering s costs and coninbuting to the URSPS institutional overhead, is
~not vonsidered ik wal by us.

The UBPS should be able to Hoense the use of the mailbox for a fee to outsiders if they do it appropriately.
Tias could produse additional revenue for the USPS without having to give up the monopoly on letter mail,
This musmopaly alloows all Avsericans 1o pay a single fixed rate for a First Clase stanp regardiess of distance
travaled,

Approsimately 80% of the USPS budget s for labor. They pay approximately §1 billion a week 10 thewr
ernployees. The USPS s the second largest civihian employer (non-military) in the United States. Postad rates
are divectly attributed 1o their labor costs, Tough decisions will have 1o be made in this area if there is tobe
tong-term future for the LISPS. There is nothing more sensitive than wages, salary and comphment, First
Class volume will no deubt decline and the affect on USPS revenue coudd be catastrophic as time goss on,

Weowill be toced with profubitive rates unless the USPS can align its labor with the needs of the marketplace.
Thix could memy incregsing labor as well as redusing labor in specific arcas. The USPS 15 o different than a
private seetor enterprise when it comes o mesting the needs of the markeiplace.

The USPS is a volume-driven business with fixed overhead, When vohume falls, rate increases are assessed
sk this-hag 2 deleterives effect on future volume if ondy for the short-term. Mever has competition been so .
keen. Incressing prices will only conte with the loss of future volume, esprcially if at a rate in excess of that of
the cost of living.

Mansgerent and labor nead to work more clesely on work rele and wage dssues, Third party arbitrators
should not be the foal authority since they pay no postage. Rate mncreases are triggered by their decisions and
they have no 1dea 95 to how the mailing indwstry will react {0 their wage settioment decisions when it filters
e Yo the thousands of individual rate vells involved.

The USPS must pass along the costs of increased labor that are in excess of productivity gains. Rising
volames might hove prechuded this stenario in the past, but with the fature First Class volumes projected to
decling, mailers will be faced with repeated incresses in excess of the rise in CPL

The UBPS has invested billions of dellars in automation equipment but caniot adjust their work force
seleciively. They san ondy depend on reduction through attrition of which they have no control. A $67 billion
corporation mst have greater control over s work foree.
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There should be finsneial incentives available for both nanagement and labor to spur productivity. We beliove
fl

that there should i longee be a salary cap on roasagement salaries based on the Postmaster General’s salary

{pepued atthat of a Cabmet level officer within the Admimstranion),

The USPS is wable to.close down anprofitable post offices. The laws governing closings are very specific. If
these faotlitiog are deerned 1o be m the public interest even if they do not, at mimmum, break even financially,
fhe Federal governronnt should provide the funding to the LISPS for their continual opgrations. The USPS has
stated on many cccasions that castomers would not receive diminished levels of service i small unprofituble
Pogt Offives were allowsd to be ¢losed,

The USPS was meuant to be self-sustaining with all costs born by ia customer base. Ity mandate was to break
sven over time. However, mailers should not be burdened with picking wp the cost for social purposes and/or
matters of pubtlic interest. The Congress should pay for these types of costs if they deern 1t necessary for
America.

‘We thank you for the opportunity to voice our concems, Kindly contast us if we can be of further assistance in
this challenging task that bies shead.

Sincevely,

David Orlin
Sentor Vice Prestdent, Strategic Soursing
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